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Mr. Daniel W. Bell has been appointed Acting Chair- 
man of the Public Advisory Board for Mutual Security, 
for the purpose of directing a special investigation of 
U.S. trade policies. Mr. Bell, President of the American 
Security and Trust Company of Washington, was formerly 
Under Secretary of the Treasury, and was chief of the 
U.S. Economic Mission to the Philippines in 1950. The 
Board was established by the Mutual Security Act of 
1951 as the successor to the Public Advisory Board 
which had been created under the European Recovery 
Act of 1948. 

The study of U.S. trade policies was requested by 
President Truman last July, in a letter sent to members 
of the Board. The text of the letter is as follows: 

“I am writing you and the other members of the Public 
Advisory Board for Mutual Security to ask that the Board 
undertake an investigation of the foreign trade policies 
of the United States, particularly as they affect our 
eflorts under the Mutual Security Program to achieve 
economic strength and solvency among the free nations. 

“I am asking the Board to undertake this assignment 
because I fear that recent developments affecting our 
trade policy may work at cross purposes with the basic 
objectives of the Mutual Security Program. 

“We are working night and day to help build up the 
military and economic strength of friends and _ allies 
throughout the free world. We are spending very sub- 
stantial sums of money to do this, to the end that our 
friends can grow strong enough to carry on without 
special aid from us. This is why we have urged upon 
them programs of increased production, trade expan- 
sion and tariff reduction, so that through world trade 
they can expand their dollar earnings and progressively 
reduce their dependence on our aid. 

“Yet, at the same time, we find growing up in this 
country an increasing body of restrictive laws attempting 
to further the interests of particular American producers 
by cutting down the imports of various foreign goods 
which can offer competition in American markets. The 
so-called “cheese” amendment to the Defense Production 
Act—enacted despite a number of existing safeguards— 
is a striking example of this trend. On the one hand 
we are insisting that our friends expand their own world 
trade; on the other hand we seem to be raising new 
barriers against imports from abroad. This poses a very 
real dilemma for our whole foreign policy. 

“In my judgment, the first step toward clarifying this 
situation is for a responsible public group to study this 
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problem and recommend to the President and the Con- 
gress the course we should follow in our trade policy. 
I can think of no group better qualified to do this than 
the Public Advisory Board for Mutual Security. Repre- 
sentatives of business, labor, agriculture, education, and 
the public at large make up your membership. Both 
major political parties are represented. Many of you 
have held other high positions of public trust. From long 
association with the Marshall Plan and now the Mutual 
Security Program, you are familiar with the foreign 
policy of this country and the problems of international 
relations. 

“I want you to consider all aspects of our foreign 
trade policy as coming within the scope of your investiga- 
tion. In particular, I think you should examine our 
tariff policy, with special reference to the expiration of 
the Reciprocal Trade Agreements Act in 1953; import 
restrictions, including quotas and customs procedures; 
agricultural policies affecting foreign trade; maritime 
laws and regulations concerning carriage of American 
goods; and what to do about the problems of domestic 
producers who may be injured by certain types of foreign 
commerce. I would also like to have your views on the 
role of international agencies in the trade field. 

“Tt is extremely important that the whole problem be 
examined. The effect of raising a tariff to protect a 
domestic industry, for example, should be evaluated in 
terms of the counter-restrictions which are raised against 
American exports abroad. Our tobacco producers know 
what this kind of discrimination can mean, but I am 
sure that there are many others who are not fully aware 
of it. Neither, I feel, have we really thought through 
the full implications of our efforts to prevent the rest 
of the free world from trading with the Iron Curtain bloc. 
Having insisted that these countries severely restrict their 
trade in one direction, what can we suggest to replace it? 

“These are the kinds of problems which I want you to 
consider. Mr. Gordon Gray made a significant contribu- 
tion in his study of foreign economic policies in 1950. 
More recently, the President’s Materials Policy Com- 
mission, under the leadership of Mr. William S. Paley, 
has emphasized our national dependence on overseas 
sources of raw materials. Both of these studies, how- 
ever, were concerned primarily with other problems and 
touched rather incidentally upon trade policy. 

“In order that your recommendations may have the 
widest possible influence, I believe that you should 
proceed on an independent basis, not subordinated in 
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any way to the Government agencies concerned. I recog- 
nize that the Director for Mutual Security is, by statute, 
Chairman of your Board. However, Mr. Harriman has 
suggested, and I agree, that he not sit with the Board 
for the purposes of this undertaking. 

“I am asking all the departments and agencies con- 
cerned with trade matters to give you full cooperation 
and whatever assistance you may desire in carrying this 
work forward.” 

Sources: Department of State, Bulletin, July 21, 1952, 
and The Washington Post, August 22, 1952, 
Washington, D. C. 


Europe 


Volume and Terms of U.K. Trade 


The volume of U.K. exports in the first half of 1952 
was 3 per cent less than in the second half of last year. 
The main reduction was in exports of textiles and cloth- 
ing, which fell by 18 per cent. The volume of imports in 
the first half of this year dropped 10 per cent below that 
in the second half of 1951. The index (1947 — 100) 
of total exports was 167 for 1951, 174 for the first 
quarter of this year, and 151 for the second quarter. The 
index of the volume of retained imports, which was 132 
in 1951, fell to 126 in the first quarter of 1952 and to 
118 in the second quarter. 

The terms of trade have improved further. In July, 
the index of import prices fell by 2 points to 97 
(1951 = 100), the total decline since the beginning of 
the year amounting to 6 points, i.e., a fall of 5.8 per cent. 
The July index of export prices was 105, the same as in 
January. The ratio of import prices to export prices 
declined to 92, the lowest level since September 1950. 


Sources: Records and Statistics, Supplement to The 
Economist, August 16, 1952, and The Financial 
Times, August 22, 1952, London, England. 


Switzerland's Position in EPU 


Between November 1, 1950, when Switzerland joined 
the European Payments Union, and June 30, 1952, the 
value of Swiss imports from the other EPU countries 
was Sw fr 6.2 billion (US$1.42 billion), and exports to 
those countries totaled Sw fr 4.7 billion (US$1.08 bil- 
lion). The imports represented 64 per cent of all Swiss 
imports, and the exports amounted to 60 per cent of 
total Swiss exports. Thus Switzerland’s trade deficit with 
the EPU countries for the period from November 1, 
1950 to June 30, 1952 was Sw fr 1.5 billion ($343 mil- 
lion). However, the monthly settlements with EPU 
showed that Switzerland had acquired a cumulative 
surplus of Sw fr 746 million ($171 million) by the end 
of June. It appears therefore that the trade deficit with 
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EPU countries was more than offset by a surplus on 
nontrade account. 

This surplus was due primarily to payments on ac- 
count of current invisibles, such as tourist expenditures, 
insurance, and investment income; the surplus on this 
account was approximately Sw fr 1.8 billion ($412 mil- 
lion). Additional factors were the repayments received 
on foreign loans which previously had been granted by 
the Swiss Federation, and, in particular, the changes 
in foreign banks’ balances with Swiss banks. Recently, 
the Swiss authorities started to publish figures on foreign 
banks’ balances in Switzerland. According to the 
Schweizerische Verrechnungsstelle (Swiss Clearing Insti- 
tute), these balances reached a high of Sw fr 295 million 
($67 million) at the end of December 1951 and then fell 
to Sw fr 177 million ($45 million) at the end of June 
1952. The decrease is considered one of the main factors 
which might explain Switzerland’s small surplus vis-a-vis 
EPU in June 1952 and its deficit in the three preceding 
months. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland 
August 22, 1952. 


Danish-British Butter Agreement 
Under a six-year agreement between Denmark and 
the United Kingdom the price of Danish butter exported 
to the United Kingdom is fixed once a year, with the 
limitation that the change may be only 744 per cent in 
either direction. For the year October 1, 1952 to 
September 30, 1953, the two countries have agreed to 
raise the price by 74 per cent, to 337s. 6d. per cwt., or 
DKr 641 per 100 kilograms. If unfavorable factors in- 
fluence Danish butter production, or if major changes 
occur in the international butter trade, the two countries 
will meet to discuss possible changes in the agreement 
for the current year. According to the agreement which 
expires on September 30, 1955, the United Kingdom 
purchases 75 per cent of Denmark’s total butter exports 
each year, up to an annual limit of 116,840 metric tons. 
As a result of the higher export price, the domestic 
retail price for butter in Denmark will be raised by 
DKr 0.50 per kilogram. 
Sources: Finanstidende, August 6, 1952, and Politiken 
(Weekly Overseas Edition) , August 17-23, 1952, 
Copenhagen, Denmark. 


Abolition of Levies on Finnish Exports 


In view of declining export prices in Finland during 
1952, taxes on exports of cellulose, mechanical pulp, 
paper, and cardboard were completely abolished as of 
August 1. These taxes had been introduced in 195] 
to counteract the inflationary impact of high export 
prices (see this News Survey, Vol. III, p. 368). It was 


priate 
ment 
funds 
reclar 
speci: 


nual 


priati 
reach 
excess 
cent ¢ 
gover 
not e3 
is exp 
expan: 
dropp 
in 194 
billion 
in fisc 


Source 


Greek 
The 


summe 
the cw 
and 3’ 
to both 
increas 





and 
orted 
h the 
nt in 
2 to 
ed to 
t., Or 
rs in- 
anges 
ntries 
ement 
which 
igdom 
xports 
> tons. 
mestic 


ed by 


litiken 
, 1952, 


INTERNATIONAL FINANCIAL NEws SurvEyY, August 29, 1952 


provided, however, that the taxes would be abolished as 
soon as export prices declined 10 per cent below a certain 
point. 

It is reported that the Finnish authorities are plan- 
ning to initiate, simultaneously with the introduction of 
a full employment plan, a more permanent system that 
will be able to counteract the effects on the economy of 
fluctuations of export prices. 

Source: Hufvudstadsbladet, Helsinki, Finland, July 27, 
1952. 


New Investment Program for Italy 


At the end of July, the Italian Parliament passed a bill 
making available 557 billion lire (about US$800 million) 
for new public investments to be spread over the next 
ten years. The funds will be obtained from a new levy, 
equal to 4 per cent of payrolls, on industrial, commercial, 
and financial businesses; the collection of this levy will 
begin in September 1952. The new investments will aim 
primarily at creating more jobs for the unemployed. 
Over-population has for some time caused chronic un- 
employment in Italy. Last May the number of registered 
unemployed was 1,977,000, or some 10 per cent of the 
working population. According to the Minister of the 
Budget, about one-half the total expenditure now appro- 
priated will go to the Cassa del Mezzogiorno, the govern- 
ment agency for the development of Southern Italy; these 
funds will be spent on railway construction and land 
reclamation projects. This sum is in addition to a 
special appropriation of over 1,000 billion lire in 12 an- 
nual payments that was approved in 1950, when this 
agency was created. 

The Minister also stated that, with this new appro- 
priation, public investment and public expenditure had 
reached a new high level. Government expenditure is in 
excess of 2,200 billion lire per annum, or about 25 per 
cent of the gross national income. From now on, the 
government policy will be to reduce the budget deficit by 
not exceeding the present level of expenditure; revenue 
is expected to increase gradually, mainly as a result of 
expansion in national income. The cash budget deficit 
dropped from 505 billion lire in 1947-48 to 84 billion 
in 1949-50; subsequently, however, it increased, to 159 
billion lire in 1950-51 and it is expected to be far greater 
in fiscal 1951-52. 

Source: ANSA News Agency, Bulletin, New York, N. Y., 
August 4, 1952. 


Greek Economic Developments 


The anti-inflationary policy adopted in Greece in the 
summer of 1951 has persisted and has been intensified in 
the current year (see this News Survey, Vol. IV, pp. 311 


and 377). Lending operations of the Bank of Greece, 
to both the public and the private sectors of the economy, 
increased by only 27 billion drachmas in the period from 
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January to June 1952, contrasted with 1,145 billion 
drachmas in the same period a year earlier. At the same 
time, U.S. aid counterpart funds kept unutilized at the 
Bank of Greece amounted to 958 billion drachmas during 
the first six months of this year; this total was only 
174 billion less than in the corresponding period of 1951. 
On June 30, the note circulation was 1,945 billion 
drachmas, 253 billion below the level at the end of 
December 1951, and 155 billion above the level of June 
1951. 


The Greek Currency Committee has been confronted 
with the problem of attaining repayment of frozen credits, 
totaling some 250 billion drachmas, which had been 
extended in the postwar period to large industrial and 
commercial firms. On June 30, a special list was pre- 
pared showing the names of the firms and the outstanding 
debts for each of them. Recently, the Currency Com- 
mittee decided to discontinue the measures against debtor 
industrial firms and possibly to make those firms eligible 
again for borrowing from banks, under the following 
conditions: The debtor firms will have to present to the 
lender banks, for discount by the end of September, bills 
of exchange accompanied by supporting invoices. The 
terms of these bills should not be more than three 
months. The banks will then advance an amount equal 
to 60 per cent of the amount indicated in the pertinent 
invoices. Such advances must be retained by the banks 
in partial settlement of the debtor’s outstanding credits. 
However, these proceeds from discounts must cover at 
least 40 per cent of each firm’s expired credits that have 
not been repaid. Upon such settlement, the special sur- 
charge of 1 per cent per month on expired credits not 
repaid will no longer be collected. Furthermore, the firm 
may become eligible to present to its lender bank for 
discount bills of its customers becoming due within three 
months and representing up to 100 per cent of the total 
value indicated in the pertinent invoices. Of the proceeds 
from such advances, 40 per cent will have to be retained 
by the bank in partial repayment of outstanding credits; 
the remaining 60 per cent will be payable to the bor- 
rower firm immediately. If an industrial firm does not 
have debts resulting from expired, non-repaid credits, it 
is eligible to discount up to 60 per cent of its commer- 
cial bills. 


The Currency Committee has made clear that these 
special provisions for the settlement of expired and non- 
repaid credits are applicable only to industrial enter- 
prises. The banks must have recourse to all measures, 
including judicial steps, to achieve immediate repayment 
of expired, non-repaid, commercial credits. Commercial 
firms included in the list of debtors as of June 30 must 
repay 80 per cent out of their outstanding debts if the 
steps that have been taken against them are to be lifted. 
On the other hand, in order to assist smaller enterprises, 
the Currency Committee has recently announced that 
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for loans of up to 15 million drachmas on drafts and 
bills presented to the banks for discount by firms operat- 
ing outside the capital area, it will not be necessary to 
present a wholesale invoice relating to the transaction 
to be financed. 

Probably as a result of the anti-inflationary measures, 
the gold sovereign rate has continued to fluctuate at levels 
significantly below (up to 13 per cent) the presumed 
official ceiling of 226,500 drachmas, even though as 
stated officially the Bank of Greece has abstained since 
February 2} from any intervention as a seller on the gold 
market. On August 14, the price of the sovereign was 
some 206,000 drachmas; in terms of black market dollar 
notes it was some $12.55, or approximately $0.35 below 
the level three months earlier. As a result, black market 
premiums on foreign notes and exchange in the Athens 
market have been somewhat lower. These premiums on 
August 14 are reported to have been 9.3 per cent for 
U.S. dollar notes (compared with I1 per cent in May) 
and 12.7 per cent for transfers abroad of exchange in U.S. 
dollars (against 14.3 per cent in May). 

Between February and July, retail prices in Athens 
(To Vima index) declined by 6.1 per cent, and wholesale 
prices in the Athens-Piraeus market (Bank of Greece 
index) by 5.7 per cent. In the same period of the past 
year the respective declines were 0.9 per cent and 5 per 
cent. 

Sources: Bank of Greece, Monthly Bulletin, June 1952, 
and To Vima, Athens, Greece. 


Middle East 


Prices in Egypt 

The decrease in prices in Egypt which began last 
February (see this News Survey, Vol. IV, p. 353) con- 
tinued in the following months, the wholesale price index 
dropping from 401.5 (June-August 1939 = 100) in 
February to 369.3 in July. In July 1951, the index was 
383.2. The cost of living index (June-August 1939 = 
100) in July 1952 was 319.9, against 318.4 a year earlier. 
Between April and July of this year, the index declined 
by two per cent, whereas it increased somewhat during 
the corresponding four months of 1951. 

The decrease in the price level this year reflects both 
the Government’s efforts to reduce the cost of living by 
fixing ceiling prices, and the relatively low level of 
cotton prices. 


Sources: Al Ahram, August 15, 1952, and Economic 
Bulletin of the National Bank of Egypt, Vol. V, 
No. 1, 1952, Cairo, Egypt. 


Lebanese Foreign Trade 


Lebanon’s trade deficit in the first half of 1952 is 
estimated at LL 121.1 million (LL 2.2 — US$1), com- 
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pared with a deficit of LL 96.5 million in the correspond- 
ing period of 1951. The deterioration was caused by a 
decline in exports, from LL 59.6 million to LL 36.1 
million. Imports remained comparatively stable, being 
LL 157.2 million in the first half of 1952 and LL 156.1 
million in the first half of 1951. 

Source: Le Commerce du Levant, Beirut, Lebanon, 

August 20, 1952. 


Iraqi Oil Production 
Following a substantial expansion in the first half of 
1952, the output of the Iraq Petroleum Company de- 
clined sharply in July, to 1,151,274 tons from 1,447,646 
tons in June. The decline is attributed to temporary 
difficulties in putting the new 30-inch pipe line into full 
operation. 
Source: The Financial Times, London, England, August 
18, 1952. 


Import Restrictions in Pakistan 

The import restrictions recently introduced in Pakis- 
tan (see this News Survey, Vol. V, p. 62) are expected 
to result in a saving of PRs 400 million (about US$121.2 
million). The balance of payments deficit in the second 
quarter of 1952 is estimated at about PRs 250 million, 
compared with a deficit of over PRs 100 million in the 
first quarter. The restrictions will affect mainly textile 
imports from Japan, Italy, and the United Kingdom. 
It is reported that, since the announcement of the cuts, 
domestic prices of consumers’ goods have risen by 10 
per cent. 
Source: The Financial Times, London, England, August 

21, 1952. 


Far East 


Indian Control of Cloth and Cotton Exports 


Restrictions on the amount and destination of cloth 
exports from India have been suspended. The export of 
all varieties to all areas will be freely licensed for ship- 
ment through 1952. 

The export quota for raw cotton has recently been 
increased by 50,000 bales, making a total of 352,000 
bales (61,600 tons) which may be exported this year. 
In 1951, exports amounted to 27,593 tons. 

Sources: The Financial Times, London, England, August 
12, 1952; The Statesman (Overseas Edition), 
Calcutta, India, August 16, 1952. 


Indian Rice Loan to Ceylon 


The Government of India has agreed to lend 15,000 
tons of rice to Ceylon. The loan will be made available 
in September and November 1952 and will be repaid 
next March. Ceylon had loaned 10,000 tons of rice to 
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India in 1950, and had recently requested the Govern- 

ment of India for a loan of 40,000 tons. 

Source: Embassy of India, I/ndiagram, Washington, 
D. C., August 21, 1952. 


Curb on Indo-China’s Rice Exports 

Following the rise in domestic prices in Cambodia 
and Vietnam late in the second quarter of the year, 
Indo-China has taken action to curb rice exports for 
the current year. It is estimated that rice exports in the 
entire year 1952 will be about 350,000 tons, instead of 
the original estimate of 500,000 tons. Whether even this 
quantity can be exported depends on the elimination 


of hoarding and the lifting of restrictions in Cambodia 
and Vietnam. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., August 25, 1952. 


Taiwan’s Salt Production 


Taiwan’s salt production in the first six months of 
1952 totaled 246,622 tons, a little less than the produc- 
tion goal of 255,000 tons for the entire year. Although 
the tendency is for salt output in the second half of the 
year to be less than in the first half, production in the 
remainder of 1952 is expected to be substantially more 
than the balance needed to cover fully the year’s produc- 
tion goal. In 1951, Taiwan produced 270,000 tons, 
while the expected output was only 255,000 tons. Pro- 
duction in 1950 amounted to 175,000 tons. 

Source: Far East Trader, New York, N. Y., August 20, 
1952. 


Japan Development Bank 


The Japan Development Bank Law—under which a 
government bank was established to provide long-term 
loans for expediting industrial development—has been 
partially revised to include the guaranteeing of develop- 
ment fund loans made by the Development Bank to 
private enterprises, borrowing from the Government, and 
borrowing foreign currency from foreign banks or other 
financial institutions in order to replenish resources. 
Because of the strengthening of the credit standing of 
private corporations, as well as the Bank’s borrowing 
function, it is hoped that the Bank will be able to assist 
in attracting foreign capital. Furthermore, in the future, 
the Bank, instead of private enterprises, will receive 
loans from counterpart funds (see this News Survey, 
Vol. IV, p. 154). 


Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 
July 16, 1952. 


Japanese Export Transaction Law 

An Export Transaction Law established in Japan aims 
at raising that country’s international credit standing— 
by preventing dumping and other unfair export trans- 
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actions—and at expanding export trade. The essential 
features of the law are as follows: 

(1) With the approval of the Minister of International 
Trade and Industry, an exporter may enter into an agree- 
ment concerning the export price, quality, quantity, and 
other conditions when (a) the export price is so much 
below the price prevailing in the importing area that the 
interests of related industries in that area will be greatly 
affected; (b) the fluctuations in export price are wide, 
making export transactions difficult; and (c) competi- 
tion in regard to import transactions in the importing 
area is actually restricted so as to affect greatly the 
interests of the exporter. 

(2) Exporters may form export associations, to pro- 
mote the mutual interests of exporters by checking unfair 
trade practices of exporters, and by establishing condi- 
tions that will be binding upon members of the associa- 
tion, with the approval of the Minister of International 
Trade and Industry, in the situations listed under (1), 
above. However, associations will be established on the 
condition that membership and withdrawal are voluntary. 

(3) The activities of the export associations are limited 
to export transactions. Insofar as competition in domestic 


transactions is concerned, the Anti-Trust Law would be 
applicable. 


Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 
August 1, 1952. 


Indonesian Transfers to the Netherlands 


The amount of profits transferred to the Netherlands 
by Netherlands enterprises in Indonesia was larger in 
1951 than at any time since the boom year 1929. Apart 
from the high profits of foreign oil companies and ship- 
ping companies, the profits transferred amounted to 125 
million guilders (US$32.9 million). 

Other transfers, totaling 138 million guilders ($36.3 
million), from Indonesia to the Netherlands during 1951 
were 25 million guilders ($6.6 million) for depreciation 
allowances on capital assets, 30 million guilders ($7.9 
million) for costs in connection with home leave of 
Netherlands citizens working in Indonesia, 25 million 
guilders ($6.6 million) for premiums on pension funds 
to be paid in the Netherlands, 10 million guilders ($2.6 
million) for life insurance, 33 million guilders ($8.7 mil- 
lion) for personal savings, and 15 million guilders 
($3.9 million) for capital transfers. In addition, the 
Indonesian Government paid in the Netherlands 60 
million guilders ($15.8 million) on account of pensions 
and 70 million guilders ($18.4 million) on account of 
interest on and amortization of official loans. Further- 
more, it is estimated that transfers made by shipping and 
oil companies during the year amounted to 125 million 
guilders ($32.9 million). The present value of Nether- 
lands investments in Indonesia is estimated at 16-18 
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billion Indonesian rupiah (approximately $1.5 billion). 
Netherlands agricultural enterprises in Indonesia em- 
ploy at least 1 million Indonesian workers; moreover, 
there are around 250,000 Indonesians employed by 
Netherlands industrial, shipping, and oil companies. The 
number of Netherlands citizens working in Indonesia is 
30,000, and 6,400 are directly employed by the Indo- 
nesian Government. 
Source: Het Vrije Volk, Amsterdam, Netherlands, June 
13, 1952. 


Regulation of Profit Transfers from Indonesia 


Under a new regulation, the Foreign Exchange Insti- 
tute of Indonesia has tightened limitations on the transfer 
abroad of profits, dividends, and depreciation reserves. 
Formerly, the application for such transfers had to be 
accompanied only by a liquidity declaration stating that 
the transfer was, in effect, financed out of liquid funds 
and not by bank credits or loans from third parties. The 
new regulation provides that, in evaluating a firm’s 
liquidity, the firm’s total current liabilities can be offset 
against only its cash on hand and its demand claims 
on banks. If the new regulation were applied literally, 
it would be almost impossible for most local branches 
of foreign firms to transfer profits, for only a few of 
them could maintain balances of actual cash and demand 
bank deposits equal to their current liabilities. The 
regulation, however, will be applied in a more flexible 
manner, since its intent is not to cut off all transfers but 
to end the abuses resulting from the alleged recent 
increased tendency to finance profit remittances by re- 
course to bank credit. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 25, 1952. 


United States 
Revised U.S. Budget Estimates 


The U.S. budget deficit for the fiscal year 1953 is now 
estimated at $10.3 billion, a decrease of $4.1 billion 
from the January: 1952 estimate. Receipts are estimated 
at $68.7 billion, which is $2.3 billion less than the earlier 
estimate; and expenditures, at $79.0 billion, are $6.4 bil- 
lion less. The lower level of receipts is due to a decline 
in the estimate of corporate profits, and to increased 
experience with the provisions of recent tax legislation. 
Reduced military outlays are the major factor in the 
reduced expenditures estimate; appropriations are lower 
than the amounts requested by the President in January, 
and military production has been slowed as a result of 
the steel strike. In addition, appropriations for foreign 
aid and other programs are also lower than asked by 
the President. Partly offsetting these reductions in ex- 
penditures are expected increases in payments to veterans 


INTERNATIONAL FINANCIAL News SurVEY, August 29, 1952 


and in payments for the support of farm commodity 

prices and the expansion of the atomic energy program. 

Source: Statement by the President Reviewing the 1953 
Budget, Washington, D. C., August 19, 1952. 


Income from U.S. Investments Abroad 


Receipts from U.S. investments abroad totaled $2.7 bil- 
lion in 1951, about $500 million more than during the 
previous year. The bulk of the increase was in earnings 
of direct investment companies, which rose by about 
$400 million; most of these receipts were reinvested 
abroad. Of the remainder, higher interest receipts by 
the U.S. Government on postwar loans accounted for 
about $83 million. 

Underlying the upward movement of direct invest- 
ment earnings since the war has been the rapid develop- 
ment abroad of productive facilities. U.S. investment 
rose from $8.4 billion in 1945 to $14.9 billion in 195], 
while earnings increased from about $0.9 billion to $2.3 
billion. About half the increased earnings can be 


attributed to the added investments, and half to higher 
rates of return and the rise in the general price level. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., August 1952. 


U.S. Corporate Financing 


Corporate securities offerings in the United States 
totaled $2.9 billion in the second quarter of 1952, the 
largest for any quarter since 1929 and $0.6 billion higher 
than in the second quarter of 1951. The increase reflects 
the need of corporations for outside funds to finance 
record outlays for fixed capital; $1.9 billion of the pro- 
ceeds from the offerings will be used for this purpose. 
The substantial volume also reflects favorable conditions 
in the securities market. 

Source: The Wall Street Journal, New York, N. Y., 
August 15, 1952. 


Latin America 


Foreign Investments in Mexico 


Foreign investments in Mexico during 1951 amounted 
to 115.5 million pesos (US$13 million). The purchase 
by the Government of the South Pacific Railroad, and 
by Petroleos Mexicanos of the Mexican Gulf Oil Com- 
pany, caused immediate payments of 34.6 million pesos 
($4 million) and an increase of 89.4 million pesos 
($10.4 million) in the floating debt. 

Information from the Bank of Mexico indicates that 
94 per cent of the foreign capital was from the United 
States, 4 per cent from the United Kingdom, and the 
rest from Switzerland, Canada, and France. New invest- 
ments were made primarily in the manufacturing indus- 
try (52 per cent); commerce (30 per cent); transport 
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and communications (5 per cent); mining (5 per cent) ; 
the balance was distributed among agriculture, con- 
struction, and other activities. 


Source: Excelsior, Mexico, D.F., August 15, 1952. 


Import Authorizations in Colombia 


Colombia has recently added six products to the list 
of items which can be imported if the appropriate export 
certificates are available (see this News Survey, Vol. V, 
p. 64). Exchange authorities, however, have not yet 
issued the rules under which the new exchange instru- 
ments will operate. The authorized items are meat— 
salted, dried, smoked, precooked, etc.—meat extracts, 
canned meat, seafood, and passenger cars weighing 1,240 
kilograms (2,728 pounds) but not exceeding 1,650 kilo- 
grams. 

The Minister of Finance announced that this decree 
would be the last change in the list of prohibited imports, 
and that there would be no further variation either in 
import lists, customs tariffs, or the exchange rate. 
Source: The Journal of Commerce, New York, N. Y., 

August 26, 1952. 


Subsidy for Ecuador’s Rice Exports 


The Monetary Board of the Central Bank of Ecuador 
has approved the exportation of 300,000 quintals of rice 
under special arrangements. The rice exporters will sur- 
render only the equivalent of US$3 per quintal (the pre- 
vailing price is about $7.50-8.32 per quintal of 100 
pounds) at the official rate of 15.00 sucres per dollar, 
and will dispose of the remainder at the free market rate 
of about 17.30 sucres. However, any export proceeds in 
excess of US$9.00 per quintal will be surrendered to 
the Central Bank at the official rate. 


Source: El Comercio, Quito, Ecuador, July 29, 1952. 


Callao Port Authority in Peru 
By a decree of May 26, a Port Authority has been 


created in Peru, to administer and regulate activities of 
the Callao Port. The Authority will reorganize the 
administrative set-up and will handle financial resources, 
including the loan of the International Bank for Recon- 
struction and Development granted recently to modern- 
ize the Port’s cargo facilities (see this News Survey, Vol. 
IV, p. 230). 

The Callao Port Authority will have five Directors: 
the Minister of Finance and Commerce (or his repre- 
sentative), who will act as President; a delegate from 
the Lima Chamber of Commerce; a delegate from the 
National Mining Society; a delegate from the grain 
importers; and the Technical Director of the Callao 
Port Authority. 


Source: El Mercurio, Lima, Peru, August 2, 1952. 


Brazilian Petroleum Legislation 


Foreign participation in the development of Brazil’s 
petroleum resources would be reduced by amendments 
to the government-sponsored bill creating Petrobras, a 
State oil monopoly. The amendments, which have been 
approved by the Justice Committee of the Chamber of 
Deputies, alter the article specifying the agencies or per- 
sons who may be stockholders and the provisions regard- 
ing the authority of Petrobras. Stockholders are now 
classified as official domestic governmental agencies; the 
Bank of Brazil and mixed companies which are con- 
trolled by the Federal, State, and municipal governments; 
native-born Brazilians or those who have been natural- 
ized for more than five years; private enterprises organ- 
ized in accordance with a decree of May 12, 1939; and 
Brazilian enterprises whose stockholders are native-born 
Brazilians or persons naturalized for more than five years. 
The revisions provide that the State shall have a monopoly 
over the search for and the exploration of petroleum 
deposits, refining, and transportation of crude oil and 
petroleum products. The Federal Government would 
implement the monopoly through the National Petroleum 
Council as the supervisory agency, and through Petrobras 
and its subsidiaries. 

Source: The Journal of Commerce, New York, N. Y., 
August 26, 1952. 


Immigration to Paraguay from Italy 


A Paraguayan mission has signed 13 contracts with 
Italian institutions providing for the immigration of 
more than 1,200 Italian families into Paraguay, and 
capital investment equivalent to about US$8.2 million. 
The program is being sponsored by the Governments of 
both countries, and transportation costs and other ex- 
penses will be shared equally. 


Contracts have been signed with two Italian companies 
which will establish sawmills, industrial plants for pro- 
ducing cellulose and paper, and several other plants for 
the industrialization of Paraguayan woods. The capital 
investment in these projects will be $1.96 million. 


Contracts with three other Italian companies provide 
for the establishment of textile and dairy plants, and the 
cultivation and industrialization of cotton, citrus fruit, 
and ramie. For these plantations Italy will supply 1,200 
families and $5.86 million of capital, and Paraguay will 
supply 10,000 hectares of land. 

Contracts signed with two companies cover the con- 
struction of roads, highways, and river boats, as well as 
several services, such as bus transportation, and the 
organization of agricultural cooperatives and dairy indus- 
tries. They also include the establishment of certain 
minor factories, with a capital investment of $348,000. 
Source: El Pais, Asuncién, Paraguay, July 9, 1952. 
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*. . Annual Report of Central Bank of Chile 

In its Annual Report for 1951 the Central Bank of 
Chile states that higher prices obtained for copper exports 
and increases in several lines of production favorably 
affected the economy in the year covered by the report. 
Deterioration in the financial and monetary fields, how- 
ever, contributed largely to the intensification of the 
inflation. 

Production of the large mines (copper, iron, and 
nitrate) increased by 6.2 per cent. Agricultural output 
rose by 4.5 per cent, mainly owing to larger output of 
cereals (wheat, oats, barley, rye, and corn) ; rice produc- 
tion dropped by 52 per cent. Industrial production 
expanded by nearly 15 per cent, primarily because of a 
tremendous increase (235 per cent) in steel output. 
The Huachipato steel plant, which began operations 
toward the end of 1950, was responsible for this large 
increase. Other industries which increased their output 
were chemicals (11 per cent), electric power (11 per 
cent), and foodstuffs (5 per cent). Production decreased 
in the building construction (8 per cent), gas, coke, and 
and tar (5 per cent), and clothing (3 per cent) industries. 

The foreign exchange budget for 1951 originally esti- 
mated receipts and expenditures equivalent to US$331.6 
million. The budget was increased by $33.4 million in 
May as a result of a 3 cents per pound increase in the 
price of copper exported to the United States. In spite 
of this, however, there was actually a deficit of some 
$50 million, which was carried over to the 1952 exchange 
budget. 


The indices of wholesale prices and the cost of living 
increased by 26.5 per cent, compared with an average of 
17 per cent in the preceding three years. The report 
observes that one of the gravest consequences of infla- 
tion has been the decrease in the capital assets of pro- 
ductive activities, particularly private enterprises. 

A sharp increase in government expenditures and 
Treasury deficits and an extraordinary increase in devel- 
opment credits (chiefly to agriculture), financed through 
new monetary issues from the Central Bank, are largely 
responsible for the intensification of the inflationary 
process. Government expenditures in 1951 were 27.6 
billion pesos, 34 per cent more than in the preceding 
year, while revenues were 26.0 billion pesos. The budget 
for 1952 estimates revenues and expenditures at 29.1 
billion pesos. However, in May of this year Congress 
approved a bill to increase salaries of civil servants 
which will raise expenditures by 7.5 billion pesos. 


The monetary issue (notes and coins outside the 
Central Bank and sight deposits with the Central Bank) 
increased by 25.5 per cent, to 10.9 million pesos during 
1951. This increase originated mainly from discount 
operations and credits extended by the Central Bank to 
the Treasury, to the Mining Bank and the Agricultural 
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Bank, and to the public. The credits to the Treasury 
were covered mainly by promissory notes (786 million 
pesos) and Government bonds (500 million pesos). 
Credits to the Mining Bank increased from 108 million 
pesos in 1950 to 418 million pesos in 1951, and credits 
to the Agricultural Bank rose from 518 million pesos 
to 1,724 million. Credit extended to the public increased 
from 1,366 million pesos to 2,178 million. 

Source: Banco Central de Chile, Memoria Anual, 1951, 

Santiago, Chile. 


Uruguayan Free Gold Trade 


The Uruguayan Government has decreed the free im- 
portation and exportation of gold in coins and bars, 
provided they are not intended for industrial purposes. 
Gold thus imported may be dealt in freely and circulate 
freely in the country. Imports and exports of gold will 
henceforth be exempt from any tax. Banks are author- 
ized to issue certificates against gold deposited with 
them, and these certificates are negotiable in the inter- 
national market. 

Hitherto gold could, in principle, be imported freely 
and circulate inside the country, but the procedure 
regarding the issue of export permits gave rise to admin- 
istrative complications and gold entering the country, 
in transit, had to be repatriated within a year. 

Source: Bank for International Settlements, Press Re- 


view, Basle, Switzerland, August 14, 1952. 


Argentine-U.S. Barter Agreement 


Argentina will supply 254,000 tons of maize in ex- 
change for 196,000 tons of American wheat, which will 
assure a normal supply of wheat to Argentina for the 
remainder of the year. No foreign exchange was in- 
volved in the transaction. 


Source: La Prensa, Buenos Aires, Argentina, August 20, 
1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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